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RAIL  SERVICE  CONTINUATION 
SUBSIDY  DECISIONS 

Intent  To  Establish  Criteria 

Section  205(d)  (4)  of  the  Regional  Rail 
Reorganization  Act  of  1973.  Pub.  L.  93- 
236,  87  Stat  987  (the  ‘‘Act”),  directs  the 
Rail  Services  Planning  Office  of  the  In¬ 
terstate  Commerce  Ccmimlssion  (the 
“Office”)  to 

*  *  *  Assist  States  and  local  and  regional 
tranqx>rtation  agencies  In  making  deter- 
mlnatlona  whether  to  provide  rail  service 
continuation  subsidies  to  maintain  In  opera¬ 
tion  particular  rail  properties  by  establishing 
criteria  for  determining  whether  particular 
ran  properties  are  suitable  for  rail  service 
continuation  subsidies.*  *  * 

Hiis  particular  duty  of  the  Office  is 
related  to  other  provisions  of  the  Act, 
which  provide  for  the  preservation  of  cer¬ 
tain  rail  services  in  the  Northeast  and 
Midwest  Regions  if  States,  local  or  re- 
giimal  transportation  authorities,  users 
of  rail  services  or  other  responsible  per¬ 
sons  offer  to  make  “rail  service  continu¬ 
ation  subsidy”  payments  (section  304) ; 
and  which  provide  for  a  two-year  Fed¬ 
erally  supported  assistance  program  of 
$90  million  for  each  of  two  fiscal  years 
(sections  402  and  403) .  ITie  Federal  share 
of  rail  service  subsidy  costs  under  section 
402  will  be  70  percent,  with  the  remain¬ 
ing  30  piercent  share  to  be  provided ‘by 
each  State,  subject  to  entitlement  as 
spelled  out  in  sectimi  402(b)  (l)and(2). 
Eligibility  for  a  subsidy  is  covered  under 
section  402(c).  Under  section  403  of  the 
Act,  Federal  loans  or  loan  guarantees  for 
the  acquisition  or  modernization  of  rail 
properties  will  not  exceed  70  percent 
of  the  purchase  price  or  the  cost  of 
rehabilitation. 

In  addition  to  the  requirement  that  it 
publish  criteria  to  assist  in  the  making  of 
rail  service  continuation  subsidy  deci¬ 
sions,  the  Office  was  directed  nn(ier  sec- 
tl<Hi  205(d)(3)  of  the  Act,  to  publish 
standards  for  determining  the  levd  of 
rail  service  continuation  subsidy  pay¬ 
ments.  Such  standards  were  the  subject 
of  another  proceeding.  Ex  Parte  No.  293, 
(Sub.  No.  2),  Standards  for  Determining 
Rail  Service  Continuation  Subsidies  (the 
“Subsidy  Standards  procseeding”) ,  and 
were  published  on  July  1,  1974,  at  39  FR 
24294,  with  amendments  on  January  8, 
1975,  at  40  FR  1624  and  with  additional 
amendments  on  March  28. 1975,  at  40  FR 
14186.  In  order  to  avoid  possible  confu¬ 
sion,  it  should  be  noted  that  this  proceed¬ 
ing  pa*tains  to  subsidy  criteria,  required 
to  be  Issued  by  the  Office  under  section 
205(d)  (4)  of  the  Act.  and  not  to  subsidy 
standards,  issued  previously  by  the  Office 
pursuant  to  se(>tlon  205(d)  (3) . 

ITie  Act  si>e(dfies  that  the  subsidy  cri¬ 
teria  Include  the  following  considera¬ 
tions: 

*  *  *  toi.li  properties  are  siiitable  If  the 
cost  of  the  required  subsidy  for  such  proper¬ 
ties  per  year  to  the  taxpayers  Is  leas  than  the 
cost  of  termlnatioii  of  rail  service  over  suidx 
properties  measured  by  Increased  fuel  eosi- 
eumptlon  axMl  operatUmal  costs  for  altwnai- 


tlve  modes  of  transportation;  the  cost  to  the 
gross  national  product  In  terms  of  reduced 
output  of  goods  and  services;  the  coet  of  re¬ 
locating  or  assisting  through  unemployment, 
retraining  and  welfare  ben^ts  to  Indlvidiials 
and  firms  adversely  affected  thereby,  and  the 
cost  to  the  environment  measured  by  damage 
caused  by  increased  poUutlon.  •  •  • 

It  is  Clear  from  the  Act  that  the  sub¬ 
sidy  criteria  are  to  be  advisory  in  nature, 
and  In  no  respect  should  they  be  ccm- 
strued  as  compulsory  guidelines  which 
must  be  followed  by  any  party  in  connec¬ 
tion  with  any  provisions  of  the  Act.  How¬ 
ever,  FMeral  Railrocul  Administration 
regi^tlons  promulgated  under  S  255.9 
(b)(1)  (11),  Requirements  for  State  Rail 
Plan  for  Rail  Transportation  and  Local 
Rail  Services,  Continuation  of  Local  Rail 
Services.  Procedures  and  Requirements 
Regarding  Applications  for  and  Dis¬ 
bursement  of  Rail  Service  Continuation 
Assistance.  49  CFR  Part  255,  FRA  Eco¬ 
nomic  Docket  No.  3,  Notice  No.  2,  Is¬ 
sued  with  amendments  on  January  22, 
1975,  require  that  State  Rail  Plans  sub¬ 
mitted  to  the  Federal  Railroad  Adminis¬ 
trator  must  indicate  consideration  by  the 
States  of  the  Office’s  advisory  subsidy 
criteria. 

It  is  also  clear  that  there  is  no  legal 
requlremait  that  the  criteria  be  adopted 
pursuant  to  formal  rule-making  proce- 
diires.  Neverthtiess,  the  Office  believes 
that  public  comment,  suggesti(»is  and 
criticism  will  prove  valuable  to  it  in  de- 
velc^ing  the  criteria. 

This  notice,  therefore,  is  to  inform  in¬ 
terested  persons  of  the  Office’s  intent  to 
establish  subsidy  (Criteria  and  to  invite 
the  submission  of  any  comments  in  writ¬ 
ing  which  would  lead  to  the  development 
of  those  criteria  so  as  to  make  them  as 
useful  as  possible  to  those  who  may  ul¬ 
timately  find  themselves  in  the  position 
of  having  to  make  rail  service  continua- 
ti(m  subsidy  decisions. 

Background  and  Overview 

Briefiy,  the  Act  provides  for  a  general 
reorganization  ancl  restructuring  of  the 
properties  and  services  of  the  bankrupt 
railroads  (vauUng  in  the  Northeast  and 
Midwest  wlfich  are  found  by  their  re¬ 
spective  reorganization  courts  not  capa¬ 
ble  of  being  reorganized  \mder  the  nor¬ 
mal  bankruptcy  laws.  Once  the  statutory 
planning  process  has  been  completed 
and  the  Final  System  Plan  for  restruc¬ 
turing  these  railroads  has  become  effec¬ 
tive,  services  over  lines  not  Included  in 
that  plan  may  be  terminated  unless  a  rail 
service  continuation  subsidy  is  offered 
or  other  appropriate  action  is  taken.  ' 

On  February  26,  1975,  the  United 
States  Railway  Association  (the  ”Asso- 
claticm”) ,  the  principal  planning  agency 
in  the  rail  reorganization  process,  issued 
the  Preliminary  System  Plan  for  re¬ 
structuring  the  railroads.  In  that  plan, 
the  Association  Identified  some  6,200 
miles  of  rail  trackage  that  it  recom¬ 
mends  not  be  Included  in  the  new  system 
(Consolidated  Rail  Corporation  or  “Con- 
Rail”).  The  Office,  during  the  weeks  of 
March  17  and  March  24,  1975,  held  ex¬ 
tensive  public  hearings  in  some  37  loca¬ 
tions  throu^out  the'17-8tate  region  at 
which  more  than  1,900  witnesses  pre¬ 


sented  their  comments  and  views  oh  the 
preliminary  plan.  As  expected,  the  over¬ 
whelming  majority  of  the  testimony  cen¬ 
tered  around  the  light-density  rail  lines 
recommended  for  exclusion  by  the  Asso¬ 
ciation. 

Based  on  the  public  testimony  received 
in  its  hearings,  the  Office  made  available 
to  the  Association  on  April  28,  1975,  its 
evaluation  of  the  Preliminary  System 
Plan.  Ihe  Association  now  has  imtil 
July  26,  1975,  to  prepare  a  Final  System 
Plan  and  submit  it  to  the  Congress.  If 
subsequent  analysis  or  data  indicates 
that  branch  lines  currently  excluded 
from  the  Preliminary  System  Plan  could 
be  operated  without  a  loss  to  ConRail, 
they  may  be  reclassified  for  Inclusion  in 
the  new  system. 

In  the  meantime,  in  accordance  with 
the  Federal  Railroad  Administration’s 
Regulations  Governing  Subsidy  Applica¬ 
tions  and  Disbursements  cited  above. 
States  were  required  to  sulxnlt  Phase  I 
of  their  State  Rail  Plans  to  the  Federal 
Railroad  Administrator  for  approval  by 
May  15,  1975,  with  Phase  n  due  for  ap¬ 
proval  within  30  days  after  the  date  of 
approval  of  the  Final  System  Plan  by  the 
Congress. 

In  Phase  I,  a  State  had  to  explain  in 
detail  how  it  Intends  to  conduct  its  assist¬ 
ance  program.  Including  identification  of 
the  data  to  be  acquired  on  the  rail  system 
in  the  State;  the  methodology  to  be  used 
in  determlni^  which  essential  rail  serv¬ 
ices  should  be  continued;  the  criteria  to 
be  employed  in  ranking  these  services 
according  to  their  service  priority;  and 
an  explanation  of  the  goals  to  be  used 
in  the  devel(^ment  of  the  State  Rail 
Plan.  Under  Phase  H,  a  State  must  iden¬ 
tify  the  specific  data  utilized;  the  spe¬ 
cific  services  which  should  be  continued 
as  determined  by  the  application  of  the 
Phase  I  methodology,  criteria  and  goals 
in  respcmse  to  and  consistent  with  the 
Final  System  Plan;  the  order  of  fimdlng 
priority  of  those  services;  and  the 
amount  and  form  of  the  assistance 
required. 

Under  the  present  statutory  timetable, 
the  Final  System  Plan  could  become  ef¬ 
fective — ^unless  rejected  by  the  Con¬ 
gress — as  early  as  September  24,  1975. 
Beginning  30  days  thereafter,  or  as  early 
as  October  25,  1975,  the  trustees  of  rail¬ 
roads  in  reorganization  may  give  notice 
of  their  Intention  to  terminate  service 
on  lines  not  Included  in  the  Final  System 
Plan.  These  service  discontinuance  no¬ 
tices  may  be  made  effective  on  not  less 
than  60  days’  notice.  Thus,  service  on  af¬ 
fected  branch  lines  may  actually  be  dis¬ 
continued  as  eaiiy  as  December  23, 1975. 

Purpose  and  Conceptual  Approach 

ITie  purpose  of  the  proposed  criteria 
is  to  assist  potential  subsidizers  to  decide 
whether  a  rail  service  contihUation  sub¬ 
sidy  should  be  offered,  or  whether  the 
rail  servloe  Involved  should  simply  be 
allowed  to  c(Hne  to  an  end  and  some  other 
solution  devised. 

While  the  'Act  permits  potential  subsi¬ 
dizers  to  be  a  rail  user  (shipper/re¬ 
ceiver)  :  a  State  Clovemment  (or  agency 
thereof) ;  a  local  or  regional  transporta¬ 
tion  authority  (or  agency);  a  commu- 
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nlty;  or  any  reepcmsible  person,  the  Office 
is  dliected  only  to  assist  “States  and  local 
apd  r^onal  transportation  agencies.”  It 
is  assumed,  however,  that  the  criteria  will 
also  be  of  interest  to  other  concerned 
organizations  and  individuals  who  would 
not  qualify  technically  as  “transporta¬ 
tion  agencies”  but  who  are  interested  in 
determining  whether  to  retain  rail  serv¬ 
ice.  The  Office  does  not  think  it  necessary 
to  provide  criteria  to  guide  individual 
business  firms  in  determining  whether  to 
subsidize  rail  service  for  their  own  bene¬ 
fit,  regardless  of  any  benefits  that  might 
fiow  to  the  States,  regions  or  communi¬ 
ties  in  which  they  are  located.  Presum¬ 
ably,  such  firms  would  have  available 
their  own  cost,  revenue  and  other  busi¬ 
ness  Information  upon  which  to  base 
such  a  decision. 

The  Office’s  conceptual  approach  to 
“establishing  criteria”  is  to  identify  the 
relevant  factors  and  to  explain  the  de¬ 
cision-making  process  so  that  those  re¬ 
sponsible  for  making  the  decision  can  be 
reasonably  assured  that  all  significant 
factors  and  alternatives  have  been  con¬ 
sidered. 

The  Office  has  attempted  to  identify 
the  relevant  factors  and  they  are  shown 
in  Appendix  A.  The  factors  identified  are 
those  which  the  Office  suggests  a  poten¬ 
tial  subsidizer  should  take  into  consid¬ 
eration  in  making  the  determination 
whether  to  provide  a  subsidy  to  main¬ 
tain  in  operation  a  particular  rail  prop¬ 
erty  or  to  shift  to  an  alternative  mode. 
A  review  of  these  factors,  however,  will 
not  constitute  a  detailed,  structured 
method  or  process  for  making  this  de¬ 
termination. 

Therefore,  the  criteria  will  serve  as 
guidelines  only.  No  claim  is  made  that 
they  will  be  all-inclusive.  However,  their 
use  by  a  potential  subsidizer  should  pro¬ 
vide  a  reasonable  assurance  that  im¬ 
portant  considerations  are  not  over¬ 
looked  in  the  rail  subsidy  decision-mak¬ 
ing  process. 

The  factors  identified  will  differ  from 
one  another  in  that  some  will  be  readily 
convertible  to  monetary  terms,  although 
ascertaining  their  actual  values  may  be 
difficult.  Other  factors  will  be  such  that 
it  may  be  impractical,  if  not  impossible, 
to  represent  them  in  monetary  terms. 
However,  a  measure  of  value,  even 
though  it  is  very  subjective,  might  be 
decisive  in  the  rail  subsidy  determina¬ 
tion  process. 

It  is  idso  important  to  recognize  that 
the  perspective  with  which  the  suggested 
criteria  are  viewed  and  the  values  as¬ 
signed  may  vary  considerably,  depending 
upon  whether  they  are  evaluated  at  the 
local,  regional.  State  or  Federal  level. 
Moreover  the  Office,  in  offering  these 
criteria,  will  not  suggest  that  each  and 
every  factor  be  considered  in  every  po¬ 
tential  rail  subsidy  situation.  A  would-be 
siibsidizer  should  keep  these  points  in 
mind  and  be  guided  in  the  application  of 
the  criteria  by  conditloxis  peciiliar  to  the 
affected  area  and  to  the  particular  rail 
property  in  question. 

The  Office  recognizes  that  the  identifi¬ 
cation  of  subsidy  criteria  will  not  be 
helpful  unless  they  can  be  iq)plied  to 


the  individual  situation.  Those  who  will 
be  affected  by  the  discontinuance  of  rail 
service  will  have  a  short  time  frame  in 
which  to  make  the  decision  whether  to 
offer  a  rail  service  continuation  subsidy, 
take  some  other  action  to  retain  rail 
service,  or  switch  to  an  alternative  form 
of  transportation.  In  short,  this  means 
making  the  decision  whether  the  par¬ 
ticular  rail  service  is  worth  keeping. 

The  ultimate  decision  which  a  would- 
be  subsidizer  must  make,  of  course,  is 
whether  to  pay  the  direct  financial  cost 
(l.e.,  the  actual  subsidy  payment,  which 
can  be  computed  by  applying  the  formu¬ 
lae  issued  by  the  Office  in  the  Subsidy 
Standards  proceeding  cited  earlier  in 
this  notice)  required  to  retain  rail  serv¬ 
ice  that  would  otherwise  be  lost.  The  path 
by  which  that  final  decision  point  is 
reached  may  prove  to  be  a  long  one,  with 
many  preliminary  decisions  having  to 
be  made  enroute. 

In  some  cases,  the  iise  of  rail  service 
may  be  so  insignificant  as  to  permit  the 
making  of  an  almost  immediate,  intui¬ 
tive  decision  that  subsidy  payments 
would  be  unwarranted.  In  such  a  situa¬ 
tion,  the  decision-making  process  can  be 
terminated  promptly  and  the  service  al¬ 
lowed  to  stop  without  any  further  action 
being  taken. 

In  other  cases,  a  brief  analysis  of  the 
branch  line  in  question — perhaps  men¬ 
tally  employing  the  economic  social, 
energy  and  environmental  criteria  sug¬ 
gested  by  the  Office — may  reveal  that 
rail  service  continuance  is  desirable. 
Again,  the  decision-making  process  may 
end  at  that  point  with  a  decision  to  of¬ 
fer  a  subsidy  or  take  other  appropriate 
action  to  continue  rail  service. 

The  most  difficult  situations,  however, 
will  be  those  in  which  the  decision  to 
subsidize  or  not  to  subsidize  is  a  marginal 
one,  possibly  demanding  a  formal,  struc- 
tiued  study.  Pertinent  data  may  have  to 
be  obtained  from  rail  users  (shippers/ 
receivers  and  passengers),  the  railroad 
involved  and  other  affected  parties  (com¬ 
munities,  local  and  regional  transporta¬ 
tion  authorities.  State  and  Federal  agen¬ 
cies,  etc.) . 

A  complete  cost-benefit  analysis  may 
have  to  be  undertaken.  The  objective  of 
such  a  study  would  be  to  determine 
whether  the  costs  of  continuing  rail  serv¬ 
ice  are  greater  than  the  benefits  to  be 
derived,  or  whether  the  benefits  which 
will  accrue  from  rail  service  continuance 
outweigh  the  costs  involved. 

No  attempt  will  be  made  to  describe  a 
cost-benefit  analysis  process.  The  Office 
believes  that  the  circiunstances  of  each 
rail  property  are  unique;  that  the 
sources  for  localized  data  are  better 
known  to  planners  within  each  State; 
and  that  the  capabilities  of  the  various 
potential  subsidizers  to  perform  cost- 
benefit  analyse  vary  so  widely  that  to 
attempt  to  prescribe  a  standard  method¬ 
ology  would  be  futile. 

At  least  two  publications — Guide  for 
Evaluating  the  Community  Impact  of 
Rail  Service  Discontinuance,  prepared 
for  the  Office’s  PuhUc  (Counsel;  and 
Analysis  of  Community  Impacts  Result¬ 
ing  from  the  Loss  of  RaU  Service,  pre¬ 


pared  by  the  <X)NSAD  Research  Cor¬ 
poration  for  the  U.S.  Railway  Associa¬ 
tion — set  forth  in  detail  the  procedures 
and  methodology  for  conducting  such 
analyses  if  the  potential  subsidizer  deems 
such  a  study  necessary. 

In  conducting  a  cost-benefit  analysis, 
costs  and  revenues  attributable  to  the 
branch  line  in  question  should  be  based 
upon  the  sc>ecific  rail  service  needs  of  the 
affected  area  rather  than  upon  past  or 
present  rail  service.  Adjustments  in  fre¬ 
quency  of  service,  rehabilitation  of  equip¬ 
ment  and  facilities  to  provide  for  more 
efficient  operations  and  a  more  positive 
marketing  program  are  but  a  few  ex¬ 
amples  of  how  future  costs  can  be  mini¬ 
mized  and  future  revenues  maximized. 

If  the  analysis  reveals  that  benefits  do 
not  exceed  costs,  no  further  action  is  re¬ 
quired  and  the  rail  service  in  question 
should  be  allowed  to  come  to  an  end. 
However,  the  fact  that  a  rail  line  is  cur¬ 
rently  unprofitable  and  that  the  costs 
exceed  the  benefits  to  be  derived  from 
rail  service  continuance  at  the  present 
time  does  not  necessarily  mean  that 
abandonment  of  the  line  is  the  appro¬ 
priate  decision.  Total  abandonment  of  a 
rail  line  should  result  only  after  all  alter¬ 
natives  to  abandonment  have  been  fully 
analyzed  and  explored.  Once  rail  rights- 
of-way  are  abandoned  and  converted  to 
other  uses,  their  reacquisition,  if  possible 
at  all,  is  likely  to  be  very  expensive.  Op¬ 
tions  permitting  their  futme  vise  would 
be  valuable  assets. 

Where  it  is  foimd  that  the  benefits  of 
continued  rail  service  exceed  the  costs, 
the  proper  course  of  action  in  the  major¬ 
ity  of  cases  will  vmdoubtedly  be  to  accept 
the  Federal  assistance  as  the  most  viable 
alternative.  The  Office  believes,  however, 
that  the  best  decision  can  be  made,  pur¬ 
suant  to  local  conditions  and  require¬ 
ments,  when  all  alternatives  are  known 
and  considered. 

As  a  result,  it  would  be  to  the  advan¬ 
tage  of  those  who  are  dependent  (xi  rail 
service  which  is  threatened,  or  who  might 
seek  the  reinstitution  of  service  on  light- 
density  lines  now  defunct,  to  consider 
and  appraise  local  independent  self-help 
efforts  as  alternatives  to  Federal/State 
subsidies  for  the  following  reasons: 

(a)  There  is  no  assurance  that  these 
subsidies  will  be  provided  for  branch 
lines  longer  than  for  a  two-year  period. 
There  are  obvious  significant  risks  to  let¬ 
ting  time  pass  without  considering  alter¬ 
native  actions. 

(b)  The  conditions  and  requirements 
established  in  the  subsidy  provisions  of 
the  Act,  or  in  other  proposed  Federal  or 
State  le^lation,  may  be  too  dnnandlng, 
may  be  unattainable  or  may  be  of  a  char¬ 
acter  which  would  warrant  local  inde¬ 
pendent  self-help  alternative  efforts  or 
approaches  to  continue  to  provide  the  de- 
sir^  rail  service.  Indeed,  these  local  ef¬ 
forts  may  provide  the  rail  service  at  a 
lower  cost  (possibly  even  paying  a  net 
dollar  operating  profit)  of  a  superior 
quality  or  in  a  more  efficient  manner. 

(c)  Some  situations  might  call  for  ac¬ 
cepting  Federal/State  subsidies  In  c<hi- 
cert  with  the  locally  devised  branch  line 
approaches,  which  could  assure  less 
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costly,  more  efficient  light-density  line 
operations,  rather  than  d^^ending  scdely 
on  Federal/State  subsidies  as  a  solution. 

(dl  Even  if  Federal/State  subsidies  are 
provided,  a  State  may  find  that  the  avail¬ 
able  Federal  funds  are  inadequate  to  sub¬ 
sidize  every  light-density  Une  which  is 
considered  essential  locally.  In  these 
cases,  alternative  local  self-help  efforts 
may  offer  the  best  possibility  for  con¬ 
tinued,  reinstituted  or  future  rail  service. 

(e)  In  cases  where  a  branch  line  meets 
the  suitability  criteria  for  Federal/State 
subsidization,  subsequent  operations,  oc¬ 
currences.  etc.,  could  result  in  a  with¬ 
drawal  of  such  assistance.  It  would  be 
advantageous  to  anticipate  such  pos¬ 
sibilities  and  consider  alternative  local, 
self-help  approaches  before  the  subsidy 
is  actuidly  withdrawn. 

Time,  effort  and  expenses  utilized  in 
challenging  rail  service  discontinuance 
in  certain  circumstances  might  be  more 
fruitfully  applied  in  developing  local 
self-help  efforts  to  preserve  service.  Such 
efforts  may  have  both  short  and  long¬ 
term  advantages  superior  to  the  subsidy 
program  provided  for  under  the  Act.  The 
Office,  therefore,  will  attempt  to  Identify 
and  describe  these  alternative  ap¬ 
proaches  for  preserving  branch  line  rail 
service. 

Alternative  self-help  efforts  which 
have  been  identified  are  described  in  Ap¬ 
pendices  B  and  C.  Appendix  B.  “Basic 
Alternative  Approaches  for  Preserving 
Light-Density  Rail  Line  Service,”  lists 
alternative  approaches  concern^  pri¬ 
marily  with  how  interested  parties  might 
secure  control/ownership  of  light- 
density  line  complete  properties,  rights- 
of-way  (including  tracks,  etc.)  and/or 
operations  by  purchase,  lease  or  other¬ 
wise.  Appendix  C,  “Suppwrtlve  Alterna¬ 
tive  Approaches  for  Preserving  Light- 
Density  Rail  Line  Service,”  Ksts  self-help 
eff(His  concerned  with  rates;  compensa- 
ti(m  for  losses;  special  assistance;  im¬ 
proved  service;  productivity  and  cus¬ 
tomer  relations  attitudes;  tax  relief;  use 

most  efficient  and  ec(momlcal  titms- 
portation;  and  promotion  of  new  kinds 
of  rail  service.  The  “Basic  Alternative 
Approaches”  in  Appendix  B  could  be  used 
in  conjunction  with  the  *  “Supportive 
Alternative  Approaches”  in  Appendix  C. 

I  Public  Comczirt 

The  Office  ccmtemplates  the  Issuance 
of  rail  service  continuation  subsidy  cri¬ 
teria  which  will  provide  guidelines  for 
those  who  will  have  to  make  subsidy  de¬ 
cisions.  It  is  expected  that  those  guide¬ 
lines  will  cover  and  exttand  upon  the 
points  set  out  in  the  ai^ndices  to  this 
notice. 

AH  Interested  persons  are  invited  to 
submit  comments,  in  writing,  on  the  mat¬ 
ters  discussed  in  this  notice  and  the  ap¬ 
pendices  thereto.  The  Office  is  particu¬ 
larly  interested  in  receiving  views  as  to 
what  form  the  proposed  subsidy  criteria 
should  take,  the  level  of  detail  that  they 
should  include,  and  the  specific  areas 
in  which  subsidy  decision  guidelines 
would  be  most  usefuL 

Three  cc^iies  of  any  ciunments  should 
be  filed  with  the  Office  on  or  befim  July 


24.  1975.  They  should  be  sent  to:  Ran 
Services  Planning  Office,  Fifth  Ploor,  1900 
L  Street.  NW..  Washington,  D.C.  20036. 

fSXALl  OlORGX  M.  ChAMDLBR, 

Director, 

Rail  Services  Plannino  OHice. 
June  3,  1975. 

Appendix  A 
SUBSIDT  csirniA 

In  determining  whether  a  particular  rail 
property  is  suitable  for  a  servloe  continua¬ 
tion  subsidy,  the  potential  subsidlaer  should 
focus  on  the  economic,  social,  and  envlron- 
mental  factors  Involved  in  the  lose  of  rail 
service,  and  possible  shift  to  alternative 
modes,  assessing  them  in  quantitative  and/or 
qualitative  terms. 

Hie  major  economic  factors  which  should 
be  considered  in  assessing  the  impact  of  rail 
discontinuance  are:  (a)  Employment.  Layoff 
<x  transfer  of  railroad  employees;  curtail¬ 
ment,  relocation  or  cessation  of  operations  by 
rail  users;  and  reduction  in  force  by  firms 
providing  goods  and  services  to  the  affected 
area,  (b)  Income.  Loss  of  compensation,  to 
all  employees  Identified  in  (a)  above,  in  the 
form  of  wages,  salaries,  dividends  and  fringe 
benefits;  proprietors*  income  generated  by 
small  business  firms  providing  retaU  and 
wholesale  goods  and  services,  Including 
farms;  rental  income  resulting  from  rental 
of  property  and  equipment  by  individuals; 
and  corporate  profits  produced  by  generally 
large  manufactiu«rs.  (c)  Financial  Aid.  In¬ 
crease  in  employment  benefits  paid  to  lald- 
off  employees;  welfare  benefits  paid  to  af¬ 
fected  employees  and  their  dependents;  re¬ 
location  allowances  made  to  employees  wish¬ 
ing  to  relocate  in  their  jobs;  retraining  ex¬ 
penses  to  retrain  employees  who  lose  their 
jobs;  and  government  aids  to  private  indus¬ 
try  in  the  form  of  qiecial  grants,  waivers,  etc. 
to  adversely  affected  business  firms,  (d) 
Taxes.  Loss  of  revenue  accruing  to  local.  State 
and  Federal  governments  generated  from' 
personal  income  taxes;  sales  taxes;  property 
taxes;  and  corporate  taxes,  (e)  Modal  Costs. 
Increased  operating  costs,  including  fuel  con¬ 
sumption,  incurred  by  businesses  in  the  use 
of  an  alternative  transportation  mode,  with 
due  consideration  of  such  elements  as  pack¬ 
aging,  loading,  transloading,  switching  and 
line-haul  costs,  (f)  Consumer  Costs.  In¬ 
creased  costs  of  goods  and  services  to  con¬ 
sumer  brought  about  by  changes  in  costs 
(i.e.  transport  costs)  Incurred  by  affected 
manufactvirers,  wholesalers  and  retailers,  (g) 
Other.  Loss  of  future  benefits  due  to  de¬ 
creased  potential  tot  new  Indtutrial  develop¬ 
ment  and  plant  expansion  where  rail  service 
is  essential;  unavailable  or  impractical  alter¬ 
native  transportation  modes  because  of  local 
road  and  bridge  conditions  or  because  of  the 
nature  of  the  product  being  shipped,  such  as 
coal,  fertiliser,  grain  or  lumber;  and  lower¬ 
ing  of  commercial  and  residential  property 
values  dependent  upon  rail  service,  affecting 
the  worth  of  those  who  own  such  properties. 

The  major  social  factors  which  should  be 
considered  are:  (a)  Demognqihie.  Changes 
affecting  population;  urban/rural  composi¬ 
tion;  housing  patterns;  and  life  style  pecu¬ 
liarities.  (b)  Economic.  Effects  on  the  di¬ 
versity  of  the  economic  base  of  the  affected 
area;  and  the  diversity  of  skills  among  the 
affected  area’s  labor  force,  (c)  Taxpayer 
Costs.  Budgetary  uncertalntlas  and  changes 
in  funding  priorities,  irretrievable  commit¬ 
ments  of  funds  for  projects  and  public  serv¬ 
ices  no  longer  needed;  disruption  of  land  use 
plans  and  zcmlng  regulations,  including  pos¬ 
sible  re-use  of  ran  rights-of-way  for  agricul¬ 
tural,  commercial,  indvistrlal  or  reskluitlal 
purposes,  tran^Kirtatlon-related  purposes  or 


for  recreational,  tourist,  wildlife,  hobby,  or 
historic  preeervatlwi  purposes;  and  overall 
govmnunent  economic,  social,  energy  and  en¬ 
vironmental  objectives,  policies  and  pro¬ 
grams. 

Hie  major  environmental  factors  which 
should  be  ocmsldered  are:  (a)  Air  Fcfilutlon. 
Pollutants  (Le.  carbon  monoxide,  hydrocar¬ 
bons,  and  nitrogen  oxides)  produced  by 
combustion  in  dleael  locomotives;  and  pollu¬ 
tants  produced  by  altMmatlve  transportation 
modes,  especially  trucks,  (b)  Land  Pollution. 
Esthetic  conditions,  such  as  accumulation  of 
litter  and  weeds  along  rail  lines;  traffic  ccm- 
gestion  on  highways  and  streets  resulting 
from  a  switch  to  an  alternative  tranqmrta- 
tlon  mode,  such  as  trucking;  and  public 
safety  hazards,  such  as  brush  fires  produced 
by  locomotive  sparks,  motor-vehicle  acci¬ 
dents  at  railroad  grade-crossings  and  motor- 
vehicle  accidents  on  highways  and  streets  if 
the  alternative  transportation  mode  Is  truck¬ 
ing.  (c)  Noise  Pollution.  Noise  levels,  for 
both  the  railroad  and  the  alternative  trans¬ 
portation  mode  (usually  trutdu),  depending 
on  such  factors  as  locations  of  the  rail  line 
and  major  highways  and  streets  in  relation 
to  locations  of  schools,  hospitals  and  resi¬ 
dential  neighborhoods;  types  of  equipment 
used  by  the  railroad  and  the  alternative 
mode;  the  number  of  railroad  grade-cross¬ 
ings  and  State  Laws  concerning  audible 
warnings;  number  and  age  of  motor  vehicles 
required  to  replace  rail;  types  of  motor  vehi¬ 
cle  engines  to  be  used — diesel  vs.  gasoline; 
and  overall  level  of  bfu:kgro\md  noise,  (d) 
Water  Pollution.  Interference  with  normal 
vratMT  flow  by  railroad  causeways;  the  threat 
to  water  quality  by  the  iqipllcatlon  of  pestl- 
*cldes  to  railroad  rights-of-way  for  weed  and 
brush  contnfi;  and  fuel  qiUlage,  especially 
at  railroad  fusing  stations,  shops  and  ter¬ 
minals. 

Ammix  B 

BASIC  ALTXXNATIVB  APPBOACHES  FOB  PaXSEXV- 
INO  LIOBT-DENSITT  UNE  BAIL  SXBVICZ 

1.  Purchase  and  Assumption  of  Ownership 
of  Complete  Rail  Light-Density  Line  Proper¬ 
ties:  Bdth  direct  management  of  operations 
by  entrepreneur,  jirinclpal  stockholders, 
members,  or  their  agents  or  manager,  or; 
with  management  of  operations  by  an  inter¬ 
nal  arm  of  the  governmental  entity  or  qiecial 
authority,  or;  with  management  of  operations 
by  a  separate  corporation  formed  by  the  gov- 
wnmental  entity  or  special  authority,  or; 
with  contract  with  previous  rail  line  owner 
to  manage  operations. 

3.  Purchase  and  Assumption  of  Ownership 
of  Right-Of-Way  (Tracks,  Etc.) :  with  lease/ 
contract  to  seller  of  right-of-way  or  other 
«»T<«ting  railroad  to  rehabilitate  and  main¬ 
tain  right-of-way  and  to  operate  line,  or; 
with  lease/oontract  to  seller  of  right-of-way 
or  other  existing  railroad  to  operate  line,  but 
owner  to  rehabilitate  and  maintain  right-of- 
way,  or;  with  lease/oontract  to  newly-formed 
corporation  to  rehabilitate  and  maintain 
right-of-way  and  to  operate  line,  or;  with 
lease/contract  to  newly-formed  corporation 
to  operate  line  but  owner  to  rehabilitate  and 
maintain  right-of-way. 

3.  Lease  of  Complete  Light-Density  Line 
Rail  Properties  From  Owning  Railroad,  Fol¬ 
lowed  by:  contract  to  lessor  or  other  existing 
railroad  to  rehabilitate  and  maintain  right- 
of-way  and  to  operate  line,  or,  contract  to 
lessor  or  other  existing  railroad  to  operate 
line,  but  lessee  to  rehabilitate  and  maintain 
rl^t-of-way  or;  contract  to  newly-formed 
corporation  to  rehabilitate  and  maintain 
right-of-way  and  to  operate  line,  or;  contract 
to  newly-formed  corporation  to  operate  line, 
but  lessee  to  rehabilitate  and  maintain  right- 
of-way. 

4.  Lease  of  Right-Of-Way  (Tracks,  Etc.) 
ftom  Owning  Railroad.  Fcfiknrod  by:  con- 
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tract  to  lessor  or  other  existing  railroad  to 
rehabilitate  and  maintain  right-of-way  and 
to  operate  line,  or;  contract  to  lessor  or  other 
existing  railroad  to  operate  line,  but  lessee  to 
rehabilitate  and  maintain  right-of-way,  or; 
contract  to  newly-formed  corporation  to  re¬ 
habilitate  and  maintain  right-of-way  and 
to  operate  line,  or;  contract  to  newly-formed 
corporation  to  operate  line,  but  lessee  to 
rehabilitate  and  maintain  right-of-way. 

5.  Lease-Purchase  Plan:  Lease  of  complete 
properties  of  light-density  line,  with  man¬ 
agement  of  operations  contract^  to  owning 
railroad  company,  with  option  to  buy  line 
outright,  allowing  gradual  accumulation  of 
needed  purchase  funds. 

6.  Right-Of-Way  (Tracks,  etc.)  Banking, 
by  Purchase  or  Lease:  Right-of-way  banking 
for  prospective  fossil  fuel  and  natural  re¬ 
sources  movements,  future  industrialization, 
and  anticipated  economic  growth,  by  pur¬ 
chase  or  lease. 

7.  Abandonment  of  Line,  With  Purchase  or 
Lease  of  Right-of-way  (Tracks,  etc.)  For  New 
Uses:  Acquiesce  In  abandonment  of  llght- 
denslty  line,  and  purchase  or  lease  of  right- 
of-way  for  use  as  a  recreational,  tourist  or 
wildlife  attraction. 

Appendix  C 

SOPPORTTVX  ALTERNATIVE  APPROACHES  FOR  PRE¬ 
SERVING  Light-Densitt  Line  Rail  Serv¬ 
ice 

(Many  of  the  “Supportive"  approaches 
could  be  used  with  or  Independently  of,  the 
Basic  Alternative  Approaches  to  reduce  light 
density  line  losses  and  to  improve  amount 
and  quality  of  rail  service.) 

1.  Rate  Alternatives  to  Attract  More  Rail 
Users  from  Competing  Transportation  Modes 
and  Provide  for  Meeting  Costs  and  Profits 
are:  rate  reduction  to  attract  more  users 
from  competing  transportation  modes;  agree¬ 
ment  on  surcharge  for  each  car  shipped  or 
received;  and  upward  rate  adjustments  ne¬ 
gotiated. 

2.  Methods  of  Compensation  for  Losses  in¬ 
clude:  cash  bond  posted  by  users  to  guar¬ 
antee  against  losses  and  provide  profit  and; 
local  or  adjacent  property  owners  and  service 
businesses,  who  are  not  primary  shippers  or 
receivers,  contribute  to  meeting  losses  (or 
other  selected  costs.) 

3.  Types  of  Special  Assistance  include:  In¬ 
terest-free  loans  to  railroad;  users  buy  spe¬ 
cialized  equipment  and  lease  to  railroad  at 


cost;  users  repair  cars  for  railroad  free  or  at 
cost;  payment  to  railroad  to  rehabilitate  or 
maintain  track;  one-time  financial  support 
to  rehabilitate  or  upgrade  light  density  line; 
users  pay  for  rehabilitation  of  damaged  or 
out-of-servlce  light  density  line,  to  resume 
operations;  and,  users  provide  own  inspection 
service  to  assure  specialized  car  operating 
properly  (e.g.,  refrigerator  cars). 

4.  Friend  of  the  Line  Approaches  Include 
Instances  where:  users  arrange  or  promote 
guaranteed  or  “loyalty"  shipments,  or  more 
shipments  by  rail  mode,  or;  arrange  decreased 
rail  service  to  reduce  costs  and  losses. 

6.  Ways  of  Improving  Service,  Productivity 
and  Customer  Relations  Attitudes  Include: 
special  agreements  with  labor,  such  as  rules 
for  rail  line  rehabilitation,  maintenance  and 
operation;  arrange  Increased  level  of  serv¬ 
ice  to  encourage  more  shipments  by  rail,  with 
guarantee.  In  return,  to  railroad  against  loss 
and  for  reasonable  profit;  promote  Improved 
productivity  and  customer  relations  and  sales 
attitudes  of  railroad  management  and 
employees;  operate  several  light-density 
lines  under  common  management — using 
common  offices,  administrative  services,  com¬ 
puters,  repair  facilities,  etc.;  and,  arrange  for 
improved  branch  line  supervision  to  secure 
closer  and  better  relationships  with  local 
users  In  order  to  encourage  Increased  patron¬ 
age. 

6.  State  or  local  tax  relief  arranged  through 
forgiveness  or  other  legislative  actions. 

7.  Use  of  Most  Efficient  and  Economical 
Transportation  by:  promoting  containeriza¬ 
tion  and  coordinated  rail-truck  service  to 
best  advantage  for  costs,  fuel,  ecology  and 
rail  superiority;  use  of  combined  water, 
truck,  rail  movements;  and,  accommodation 
to  selective  alternate  transportation  mode. 

8.  Promotion  of  New  Kinds  of  Business  by: 
encouraging  tourist,  hobby,  recreational, 
commuter  or  passenger  service  as  supple¬ 
ment/substitute  for  freight  income. 

Appendix  D 

INFORMATION  SOURCES 

The  following,  which  are  referred  to  in 
the  preceding  text,  are  suggested  as  use¬ 
ful  sources  of  information  to  those  who  are 
interested  in  the  rail  service  continuance  sub¬ 
sidy  program  provided  tor  under  the  Regional 
Rail  Reorganization  Act  of  1973.  They  are 
listed  in  chronological  order  according  to 
their  date  of  issuance.  A  limited  number  of 


copies  of  these  sources  are  available  from  the 
Rail  Services  Planning  Office,  Government 
and  Industry  Liaison,  1900  L  Street  NW.. 
5th  Floor.  Washington,  D.C.  20036,  (202/ 
254-3294). 

•Regional  Rail  Reorganization  Act  of  1973, 
Public  Law  93-236,  87  Stat.  985  (January  2, 

1974) . 

•Rail  Service  in  the  Midwest  and  Northeast 
Region,  A  Report  by  the  Secretary  of  Trans¬ 
portation,  Volumes  I  and  II,  39  FR  5392 
(February  1, 1974). 

•Evaluation  of  the  Secretary  of  Transporta¬ 
tion’s  Rail  Services  Report.  A  Report  of  the 
Rail  Services  Planning  Office,  39  FR  17147, 
(May  2. 1974). 

•Rail  Service  Continuation  Subsidies, 
Standards  for  Determination,  Rail  Services 
Planning  Office,  39  FR  24294,  (July  1,  1974) , 
with  Amendments.  40  FR  1624,  (January  8, 

1975) ,  and  with  additional  Amendments,  40 
FR  14186,  (March  28. 1975) . 

•United  States  Railway  Association  Annual 
Report  June  30,  1974  with  a  Supplemental 
Report  Through  October,  1974  (November  13, 
1974). 

•Preliminary  Views  on  Rail  Restructuring. 
Comments  of  the  Rail  Services  Planning  Of¬ 
fice  (January  10, 1976) . 

•Guide  for  Evaluating  ^he  Community  Im¬ 
pact  of  Rail  Service  Discontinuance,  Office  of 
Public  counsel.  Rail  Services  Planning  Office 
(January  10. 1976) . 

•Continuation  of  Local  Rail  Service,  Pro¬ 
cedures  and  Requirements  Regarding  Appli¬ 
cations  and  Disbursement,  Federal  Railroad 
Administration,  U.S.  Department  of  Trans¬ 
portation,  40  FR  4232  (January  28,  1975). 

•Analysis  of  Community  Impacts  Result¬ 
ing  from  the  Loss  of  Rail  Service,  CONSAD 
Research  Corporation.  Prepared  for  United 
States  Railway  Association,  Volumes  L  n,  ni 
and  IV  (February  14, 1976) . 

•Preliminary  System  Plan,  United  States 
Railway  Association,  Volumes  I  and  n,  40 
FR  9323  (March  4,  1975) . 

•Evaluation  of  the  VJS.  Railway  Associa¬ 
tion’s  Preliminary  System  Plan,  A  Report 
of  the  Rail  Services  Planning  Office,  40  FR 
21802  (May  19, 1975). 

Community  Self-Help  Methods  to  Preserve 
or  Reinstitute  Rail  Light-Density  Line  Serv¬ 
ice,  Ernest  Weiss.  Prepared  for  Rail  Services 
Planning  Office  (June  6, 1976) . 

[FR  Doc.  75-14882  FUed  6-6-75;  8:45am] 
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